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“Dorothy  ami  Clarence  Cardella,  a  retired  couple  in  their  70s  living  in  Pasadena,  CA,  pay  more  than 
$300  a  month  out-of-pocket  for  prescription  drugs  to  maintain  their  health.  Clarence  has  had  two  heart 
surgeries  and  requires  costly  medications,  while  Dorothy  takes  drugs  to  treat  her  diabetes  and  a  thyroid  condition. . . . 
Recently,  Dorothy's  doctor  suggested  a  new  insulin  drug  for  her  diabetes.  It  costs  $230  a  month." 

Linda  Marsa,  LA  Times,  May  29, 2000 
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Prescription  drugs  are  the  fastest-growing  compo¬ 
nent  of  national  health  expenditures.  Since  1990, 
spending  on  prescription  drugs  has  tripled,  and 
spending  is  expected  to  keep  rising.  Not  only  are 
more  prescriptions  being  written  and  more  costly 
drugs  prescribed,  but  the  price  increases  of  many 
drugs  are  outpacing  inflation.  Elderly  persons  are 
among  those  most  affected  by  rising  drug  costs. 


Economic  disparities: 
implications  for  health 

In  1996  (the  latest  year  for  which  data  are  available), 
only  53%  of  full-year  Medicare  beneficiaries  had  pre¬ 
scription  drug  coverage  for  the  entire  year.  Another 
28‘’/o  had  no  drug  coverage  for  any  month  of  the 
year.  The  balance  (197o)  had  part-year  coverage. 


Eight  out  of  ten  elderly  and  disabled  persons  on 
Medicare  use  prescription  medications  regularly. 
Chronic  conditions  such  as  arthritis  and  hyperten¬ 
sion,  which  are  particularly  prevalent  among  the 
elderly,  can  often  be  effectively  managed  with  med¬ 
ications.  Prescription  drugs  thus  considerably 
improve  the  length  and  quality  of  life  for  seniors 
and  disabled  people. 

Despite  the  considerable  need  which  Medicare  bene¬ 
ficiaries  have  for  prescription  drugs.  Medicare  does 
not  provide  an  outpatient  prescription  drug  benefit. 
In  1965,  when  Medicare  was  launched,  prescription 
drugs  were  a  relatively  small  element  in  outpatient 
care.  Medicare,  like  most  private  health  insurance  of 
that  era,  did  not  incorporate  an  outpatient  prescrip¬ 
tion  drug  benefit. 

Now,  prescription  drugs  have  become  an  essential 
element  in  health  care.  However,  while  coverage  of 
prescription  drugs  has  become  a  standard  benefit  in 
private  insurance  plans,  the  Medicare  benefit  pack¬ 
age  has  not  been  updated  to  reflect  this  change  in 
health  care  practice. 


Lack  of  prescription  drug  coverage  is  linked  to 
income.  Among  Medicare  beneficiaries  with 
incomes  between  100‘’/o  and  200%  of  the  federal 
poverty  line',  37%  lacked  drug  coverage  for  all  or 
part  of  the  year.  In  contrast,  among  Medicare  bene¬ 
ficiaries  with  incomes  above  400‘’()  of  the  poverty 
line,  only  23%  lacked  drug  coverage  for  some  part  of 
the  year. 

Beneficiaries  without  prescription  drug  coverage  fill 
fewer  prescriptions  than  their  insured  counterparts. 

This  difference  holds  true  even  when  populations 
are  matched  for  health  status.  Without  drug  insur¬ 
ance,  many  Medicare  beneficiaries  are  not  able  to 
adequately  manage  their  health  problems. 

The  lack  of  uniform  assistance  with  prescription 
drug  costs  imposes  a  form  of  health  care  rationing 
on  elderly  and  disabled  persons.  We  believe  that 
Congress  should  take  steps  to  right  this  injustice. 

Eor  background  information  on  Medicare,  please  see 
the  March  1999  FCNL  Washington  Neivsletter.  ■ 

'  In  1996,  the  federal  poverty  line  for  couples  65  and  over  was  $9,491. 
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Prescription  Drug  Coverage  for 
Elderly  Persons 
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What  insurance  assistance  is  presently  available  to  assist 
seniors  with  prescription  drug  purchases?  Here's  a  run¬ 
down. 


^  Employer-sponsored  retiree  health  benefits.  Although, 
^  up  to  now,  employer-sponsored  plans  have  covered  the 
largest  percentage  of  seniors  with  prescription  drug  ben¬ 
efits,  this  may  not  hold  for  tomorrow's  retirees.  As  overall  health  care 
costs  rise,  many  employers  are  reducing  the  extent  of  coverage  or 
increasing  employee  cost-sharing.  This  could  mean  changes  in  drug 
benefits. 

Medigap  coverage.  These  are  privately-purchased  insurance  plans 
which  are  designed  to  cover  items  which  Medicare  does  not.  Three  of 
the  ten  standard  Medigap  plans  include  a  prescription  drug  benefit.  The 
cost  of  Medigap  policies  puts  them  beyond  the  reach  of  many  seniors. 

All  plans  require  a  substantial  co-payment  and  cap  benefits.  These  plans 
do  not  help  persons  with  catastrophic  prescription  expenses. 

Medicare+Choice.  Since  1997,  the  federal  government  has 
encouraged  HMOs  to  offer  plans  to  cover  seniors.  This  alternative  to 
the  traditional  fee-for-service  arrangement  of  Medicare  was 
envisioned  as  a  way  of  providing  Medicare  beneficiaries  with  an  array 
of  health  plans  and  benefits  (thus  increasing  choice  and  improving 
services)  while  lowering  federal  costs.  Prescription  drug  benefits 
offered  by  Medicare  HMOs  vary  widely.  Overall,  Medicare-t-Choice 
appears  to  be  foundering  as  many  HMOs  are  withdrawing  from  the 
program,  otherwise  limiting  their  participation,  and  shifting  a  higher 
proportion  of  the  costs  to  the  beneficiaries. 

Medicaid.  Very  low-income  seniors  may  qualify  for  some  type  of  Med¬ 
icaid  assistance.  Although  a  prescription  drug  benefit  is  an  optional  ser¬ 
vice,  most  states  and  territories  provide  such  assistance.  Some  states 
control  drug  costs  by  capping  the  number  of  prescriptions  that  can  be 
filled  in  a  month,  restricting  refills,  or  limiting  the  amount  of  medication 
that  can  be  dispensed  at  one  time. 

Other  sources  of  prescription  drug  coverage.  Small  numbers  of 
Medicare  beneficiaries  receive  assistance  with  prescription  drug  pur¬ 
chases  through  the  Veteran's  Affairs  department,  state  pharmacy  assis¬ 
tance  programs,  the  Civilian  Health  and  Medical  Program  of  the  Uni¬ 
formed  Services,  and  worker's  compensation  programs.  ■ 
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The  Rising  Costs  of  Prescription  Drugs 


Prescription  drugs  have  become  the  fastest- 
growing  component  of  overall  health  care 
costs  in  the  U.S.  These  costs  are  now  increas¬ 
ing  at  a  rate  of  about  15%  per  year,  a  rate  that 
far  outpaces  inflation. 

Although  prescriptions  currently  account  for 
only  8-9%  of  all  health  care  costs,  prescription  costs 
threaten  to  overtake  spending  for  physicians'  ser¬ 
vices  and  other  categories  of  health  spending.  The 
question  of  how  to  control  upwardly  spiraling  drug 
costs  is  one  which  must  be  addressed  in  its  own 
right,  as  well  as  in  the  context  of  adding  a  prescrip¬ 
tion  drug  benefit  to  Medicare. 

Why  are  prescription  drug  costs  rising  so  steeply? 
Experts  often  cite  three  reasons. 

■  More  prescriptions  are  being  written. 

■  The  prices  for  existing  drugs  are  rising. 

■  Patients  are  being  switched  from  older,  less 
expensive  medications  to  newer,  more  costly 
drugs. 

While  these  reasons  are  unquestionably  valid,  they 
do  not  tell  the  whole  story. 

■  Drug  pricing  appears  capricious.  People  in  the 
U.S.  pay  up  to  100%  more  for  the  same  medica¬ 
tions  than  do  people  in  Canada  and  Europe. 
However,  unlike  the  U.S.,  most  industrial  nations 
regulate  drug  prices  and  drug  company  profits. 

■  Drug  pricing  appears  arbitrary.  In  the  highly 
competitive  pharmaceutical  market,  large  con¬ 
tract  buyers  (such  as  large  HMOs,  the  Veterans 
Affairs  system,  and  large  institutions)  have  often 
been  able  to  buy  drugs  for  substantially  less  than 
the  price  charged  to  individual  consumers. 

Those  without  prescription  drug  coverage  (who 
can  least  afford  high  prices)  bear  the  brunt  of  this 
disparity. 

■  Some  of  the  largest  pharmaceutical  companies 
spend  enormous  amounts  (approaching  40‘/o)  of 
their  budgets  on  marketing  and  administration. 
What  does  this  money  support?  Some  of  it  goes 
for  legitimate  efforts  to  educate  physicians  about 
new  drugs.  But  some  of  the  so-called  education 


is  merely  an  effort  to  persuade  physicians  to 
switch  patients  from  existing  medications  to 
newer  ones  that  do  not  necessarily  offer  a  con¬ 
crete  benefit  in  terms  of  health  management. 
(These  drugs  are  sometimes  referred  to  as 
"me-too"  drugs.)  And  some  of  the  marketing 
is  direct-to-consumer,  in  an  effort  to  build 
pressure  on  physicians  from  patients  who  have 
heard  about  new  "miracle"  drugs. 

■  The  pharmaceutical  industry  already  enjoys  sub¬ 
stantial  "research  and  development"  tax  advan¬ 
tages  (in  comparison  to  many  other  major  indus¬ 
tries)  and  profits  from  lengthy  patent  protection 
on  new  products.  Yet  the  industry  seeks  to 
expand  those  advantages  by  developing  new 
products  which  offer  little  in  the  way  of  new 
therapy.  In  one  instance,  two  pharmaceutical 
giants,  each  with  a  popular  drug  approaching 
the  end  of  its  patent,  struck  a  deal.  The  two 
drugs  will  be  marketed  as  a  combination  which 
will  qualify  for  a  new  patent.  This  arrangement 
will  extend  the  companies'  monopoly  on  pro¬ 
duction  and  pricing  of  their  drugs. 

There  is  no  simple  solution  to  the  problem  of  rising 
drug  costs.  While  some  measure  of  price  regulation 
may  be  desirable,  that  alone  will  not  address  all 
problems. 

For  example,  price  regulation  alone  cannot  solve  the 
problem  presented  by  the  escalating  number  of  "me- 
too"  drugs.  Some  such  drugs  may  offer  no  thera¬ 
peutic  advantage  over  older,  existing  medications, 
yet  patent  protection  permits  the  sale  of  the  newer, 
"me-too"  versions  for  much  higher  prices  than  the 
older  drugs. 

Price  regulation  alone  cannot  address  the  problems 
posed  by  direct-to-consumer  advertising.  This  mar¬ 
keting  strategy  can  undermine  a  physician's  ability 
to  prescribe  the  most  appropriate  and  least  expen¬ 
sive  drug  for  a  patient's  condition. 

The  pharmaceutical  industry  vociferously  opposes 
price  regulation.  They  claim  that  such  regulation 

(continued  on  page  6) 
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Health  care  issues  top  the  list  of  voter 
concerns  in  2000.  Assisting  seniors 
with  prescription  drug  costs  is  among 
the  most  important  of  these  issues. 
Despite  the  election-year  pressures 
that  would  have  made  passage  of  a 
Medicare  prescription  drug  benefit 
highly  desirable,  congressional  partisanship  blocked 
the  passage  of  any  such  measure.  But  the  conclusion 
of  the  106th  Congress  does  not  mean  that  the  issue 
will  be  forgotten.  The  national  debate  on  including  a 
prescription  drug  benefit  in  Medicare  will  almost  cer¬ 
tainly  be  renewed  in  the  107th  Congress. 

Minimum  requirements 

What  are  the  basic  elements  that  should  be  a  part  of 
any  Medicare  prescription  drug  benefit? 

■  The  benefit  should  be  accessible  to  all  Medicare 
beneficiaries,  regardless  of  their  geographic  loca¬ 
tion,  health  or  disability  status,  or  any  other 
demographic  factor. 

■  The  benefit  should  be  defined  so  that  costs  to  the 
beneficiary  (premiums,  deductibles,  and  co-pay- 


Designing  a  Medicare 

ments)  and  the  nature  and  extent  of  the  drug 
coverage  are  not  subject  to  change  if  a  beneficia¬ 
ry  moves  from  one  state  or  region  in  the  U.S.  to 
another. 

■  Assistance  with  out-of-pocket  expenses  should 
be  available  for  poorer  Medicare  beneficiaries  to 
ensure  that  the  drug  benefit  is  affordable  to  benefi¬ 
ciaries  at  all  income  levels. 

■  The  benefit  should  provide  meaningful  assistance 
to  all  Medicare  beneficiaries. 

Accessibility 

Medicare  prescription  drug  proposals  have  taken 
two  distinctly  different  forms.  One  model,  cham¬ 
pioned  primarily  by  congressional  Democrats  and 
the  White  House,  would  integrate  such  a  benefit 
into  the  existing  Medicare  program,  thus  ensuring 
accessibility  to  all  Medicare  beneficiaries.  The 
other  model,  pushed  primarily  by  Republicans, 
would  have  Medicare  contract  with  the  private 
sector  insurance  industry  to  offer  prescription  drug 
plans  for  seniors. 


A  Medicare  Prescription  Drug  Benefit: 

A  Matter  of  Economic  Justice  and  Good  Health 


■  Medicare  beneficiaries  without  prescription 
(Rx)  drug  coverage  average  5  fewer  Rxs/year 
than  those  with  coverage.  Among  beneficia¬ 
ries  in  poor  health,  those  without  Rx  drug  cov¬ 
erage  average  11  fewer  Rxs/year  than  those 
with  coverage.  [Kaiser  Family  Foundation 
report,  8/2000.] 

■  Among  Medicare  beneficiaries  with  five  or 
more  chronic  conditions,  those  with  Rx  drug 
coverage  had  higher  total  spending  ($1,402  vs 
$944)  but  much  lower  out-of-pocket  spending 
($412  vs  $944)  than  those  without  coverage. 
[Department  of  Health  and  Human  Services 
report,  4/2000.] 


■  In  a  1996  survey.  Medicare  beneficiaries  with 
incomes  between  100%  and  150%  of  poverty 
($7,527  and  $11,287)  had  the  lowest  rates  of  Rx 
drug  coverage.  [Department  of  Health  and 
Human  Services  report,  4/2000.] 

■  Very  old  beneficiaries  and  those  living  outside 
metropolitan  areas  are  less  likely  to  have  Rx 
drug  coverage  than  younger  or  urban  counter¬ 
parts.  [Department  of  Health  and  Human  Ser¬ 
vices  report,  4/2000.] 

■  Female  Medicare  beneficiaries  have  higher  out- 
of-pocket  costs  for  prescription  drugs,  but 
lower  incomes  than  do  male  beneficiaries. 
[Older  Women's  League  2000  Mother's  Day 
Report.] 
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Prescription  Drug  Benefit 

Providing  a  prescription  drug  benefit  through  pri¬ 
vate  insurers  has  inherent  and  predictable  problems. 

■  Private  insurers  have  stated  that  they  do  not 
w^ant  to  offer  drug  benefit  policies,  even  with 
government  subsidies,  because  the  risks  and 
costs  are  too  high.  Last  June,  Nevada  adopted  a 
state  prescription  drug  program  for  elderly  per¬ 
sons  that  involved  contracting  with  private 
insurers.  However,  when  the  state  made  its  ini¬ 
tial  request  for  bids,  insurers  declined  to  provide 
policies. 

■  The  private  sector  insurance  industry  is  already 
involved  in  supplementing  Medicare  through 
Medigap  policies.  This  involvement  has  resulted 
in  some  glaring  inequities.  Medigap  policies  are 
optional  policies  designed  to  provide  coverage 
not  offered  through  Medicare.  However,  in 
many  states,  insurers  may  refuse  to  sell  Medigap 
policies  to  Medicare-eligible  persons  who  are 
under-65  and  disabled.  Insurers  may  even, 
under  certain  circumstances,  refuse  to  sell  Medi¬ 
gap  policies  to  over-65  Medicare  beneficiaries. 

■  Using  a  network  of  private  insurers  to  provide  a 
prescription  drug  program  with  uniform  cover¬ 
age  will  necessitate  additional  federal  regulation 
of  the  private  insurers.  Without  such  regulation 
and  oversight.  Medicare  beneficiaries  in  certain 
states  or  regions  might  be  unable  to  access  the 
benefit  to  which  they  are  entitled  because  no 
insurance  carrier  was  willing  to  offer  drug  cover¬ 
age  in  those  states  or  regions. 

Defining  the  benefit 

Medicare,  as  originally  structured  (Medicare  Part  A 
and  Part  B),  provides  a  defined  benefit  that  does  not 
vary  according  to  the  region  of  the  country  or  the 
state  in  which  the  beneficiary  lives  nor  according  to 
the  health  status  or  income  of  the  beneficiary.  We 
believe  that  a  prescription  drug  benefit  should  be 
equally  reliable  and  reproducible. 

Providing  a  defined  prescription  drug  benefit  will  be 
easier  to  accomplish  if  coverage  is  integrated  into  the 
existing  Medicare  program  rather  than  offered 
through  the  private  insurance  market.  Once  again, 
experience  with  Medigap  policies  may  be  predictive. 


Initially,  there  was  no  standardization  of  Medigap 
policies.  In  1990,  Congress  required  insurers  to  stan¬ 
dardize  these  benefits.  This  reduced  the  total  num¬ 
ber  of  different  Medigap  policies  to  ten.  All  policies 
must  offer  certain  core  benefits.  Beyond  the  core 
benefits,  the  policies  differ  from  one  another  in  the 
spectrum  of  benefits  offered,  as  well  as  in  the  cost  of 
the  policy.  Three  of  the  ten  Medigap  policies  offer 
some  prescription  drug  coverage. 

If  the  private  insurance  industry  were  contracted  to 
provide  free-standing  prescription  drug  coverage, 
we  anticipate  that  there  would  be  a  comparable  mul¬ 
tiplicity  of  plans.  While  there  might  be  a  require¬ 
ment  that  all  plans  provide  a  bare-bones  core  benefit, 
insurers  would  likely  w'ant  to  offer  a  menu  of  plans 
differing  in  details  such  as  the  list  of  drugs  covered, 
purchasing  restrictions,  and  out-of-pocket  costs. 
Seniors  moving  from  one  state  or  region  of  the  coun¬ 
try  to  another  might  find  that  their  coverage  and 
out-of-pocket  costs  change,  perhaps  substantially. 

Affordability 

In  1997  (the  latest  year  for  which  data  are  available), 
107o  of  the  34  million  persons  in  the  U.S.  aged  65  and 
older  had  incomes  below  the  federal  poverty  level. 

Of  21  million  households  headed  by  someone  65  and 
over,  more  than  a  third  (7.5  million)  had  household 
incomes  under  $15,000  per  year.  The  median  income 
for  all  senior-headed  households  was  less  than 
$21,000.  This  compares  with  $37,000  for  all  U.S. 
households  and  nearly  $52,000  for  households  head¬ 
ed  by  45-54  year-olds.' 

In  addition  to  the  34  million  elderly  Medicare  benefi¬ 
ciaries,  an  additional  four  million  non-elderly  dis¬ 
abled  persons  are  served  by  Medicare.  These  latter 
individuals,  on  average,  have  lower  incomes  than  do 
the  elderly  beneficiaries. 

Because  many  Medicare  beneficiaries  have  extremely 
limited  incomes,  out-of-pocket  costs  for  poor 
Medicare  beneficiaries  must  be  covered,  in  whole  or 
in  part,  or  these  individuals  will  nc^t  be  able  to  take 
advantage  of  the  benefit.  Such  subsidies  must  be 

(continued  on  page  7) 

'  Data  from  Statistical  Abstract  of  the  United  States,  119th  edi¬ 
tion,  Washington,  D.C.;  U.S.  Census  Bureau  (1999). 
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Paying  for  a  Medicare 
Prescription  Drug  Benefit 


Two  years  ago,  the  burning 
question  surrounding  Medicare 
was  that  of  financial  solvency. 
With  a  projected  budget  surplus  and  some  new 
math,  that  question  has  receded  into  the 
background  to  be  replaced  by  the  problem  of  how 
to  structure  a  Medicare  prescription  drug  benefit. 


The  continued  deployment  of  6700  strategic 
nuclear  weapons  and  their  delivery  systems  is 
projected  to  cost  over  $25  billion /year  for 
operations  and  maintenance.  These  weapons  do 
not  contribute  to  true  security,  either  for  the  U.S.  or 
the  world. 


Inevitably,  the  question  of  Medicare  finances  will 
resurface  as  legislators,  the  Administration,  and 
policy  analysts  debate  how  to  pay  for  an  added 
Medicare  benefit.  Medicare  drug  benefit  proposals 
in  the  106th  Congress  carried  price  tags  of  about 
$150-340  billion  in  new  federal  costs  over  ten  years 
(an  average  of  $15-34  billion /year). 

How  can  the  government  pay  this  cost?  Can  we 
trust  the  supposed  budget  surplus  to  provide  the 
funds?  Will  it  be  necessary  to  impose  an 
additional  tax?  FCNL  believes  that  there  is 
another  approach. 


FCNL  has  long  advocated  the  elimination  of 
nuclear  weapons.  The  elimination  of  such 
weapons  could  save  billions  of  dollars  each  year 
without  compromising  national  security. 

The  money  thus  saved  could  be  applied  to  funding 
a  Medicare  prescription  drug  benefit.  Such  a 
benefit  would  measurably  increase  the  security  of 
many  elderly  and  disabled  persons  in  the  U.S.  We 
believe  that  this  would  be  a  far  better  use  of  $25 
billion  in  U.S.  tax  dollars  than  maintaining  nuclear 
weapons  stockpiles.  ■ 


Rising  Costs  (continued  from  page  3) 

will  stifle  the  development  of  new  drugs.  While 
some  of  the  industry's  arguments  do  not  stand  up 
under  scrutiny,  there  are  some  legitimate  concerns, 
particularly  with  respect  to  the  development  of  truly 
innovative  drugs.  These  concerns  also  need  to  be 
considered. 

One  suggestion  is  that  an  independent  national  advi¬ 
sory  panel  (comprised  of  experts  without  ties  to  the 
pharmaceutical  industry)  be  appointed  to  study  the 
practices  of  the  pharmaceutical  industry  and  to 
make  recommendations.  We  at  FCNL  believe  that  a 
close  inspection  by  a  truly  independent  panel  and 
the  resulting  discourse,  in  Congress,  the  media,  and 
our  communities  could  lead  the  U.S.  forward  in 
addressing  the  problem  of  spiraling  prescription 
drug  costs.  ■ 


A  Gift  Idea  That 
Shows  You  Care 

Give  friends  and  relatives  a 
gift  that  brings  a  monthly 
message  of  hope  and  action 
for  a  world  at  peace,  a  just  community,  and  an 
earth  restored.  Send  them  the  monthly  FCNL 
Washington  Newsletter  and  quarterly  Indian 
Report  for  a  year  by  making  a  donation  in  their 
name  to  FCNL.  (These  publications  are  sent 
free  upon  request.  A  donation  of  $35  or  more  is 
appreciated!) 

A  card  will  be  sent  to  the  person  informing  her 
or  him  that  the  newsletters  will  be  coming  as  a 
gift  from  you. 
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Designing  Benefits  (continued  from  page  5) 

provided  in  a  way  that  respects  the  dignity  of  these 
individuals. 

Currently,  Medicaid  assists  with  out-of-pocket 
expenses  (and  even  drug  coverage)  for  some  of  the 
poorest  Medicare-eligible  individuals.  However, 
Medicaid  carries  a  stigma  that  discourages  some 
low-income  persons  from  applying,  including  some 
seniors  who  have  been  self-supporting  all  their  lives. 

Meaningful  assistance 

Not  all  prescription  drug  proposals  provide  a  useful 
benefit.  Whether  or  not  a  proposal  does  so  depends 
on  how  the  out-of-pocket  costs  are  structured. 

For  example,  consider  the  following  hypothetical 
prescription  drug  proposal.  The  numbers  are  very 
close  to  those  contained  in  the  initial  version  of  a 
plan  proposed  by  Republicans  during  the  106th 
Congress.  The  table  summarizes  the  amount  of  the 
benefit  and  the  out-of-pocket  costs  for  persons  with 
different  annual  prescription  drug  bills. 

Premium:  $40/mo  ($480/yr) 

Deductible;  $250 /yr 
Co-pay;  50% 

Maximum  annual  benefit:  $2100 


Line 

Annual 

Rxbill 

Out-of-pocket 

expenses 

Benefit 

1 

-0- 

$480 

-0- 

2 

$500 

$855 

$125 

3 

$1000 

$1105 

$375 

4 

$2000 

$1605 

$875 

5 

$4000 

$2605 

$1875 

6 

$6000 

$4380 

$2100 

This  plan  provides  some  assistance  to  people  with 
intermediate  drug  bills  (lines  4-5). 

However,  for  individuals  with  low  to  moderate  pre¬ 
scription  expenses  (lines  1-3),  out-of-pocket  expenses 
exceed  the  cost  of  the  prescriptions.  This  illustrates 
a  couple  of  problems.  First,  some  lower-income 


seniors  need  assistance  even  with  moderate  pre¬ 
scription  costs.  This  plan  would  not  provide  such 
assistance  (unless  the  premium  and  deductible  were 
waived).  Second,  a  plan  that  provides  no  benefit  to 
healthier  individuals  (i.e.  those  with  relatively  low 
drug  bills)  will  be  shunned  by  many  such  individu¬ 
als.  As  a  result,  most  subscribers  will  be  people  with 
higher  drug  bills.  This  will  drive  up  the  insurance 
costs.  In  turn,  either  the  benefits  will  decline  or  the 
governmental  subsidies  will  have  to  increase. 

Line  6  illustrates  the  problem  for  individuals  with 
very  high  drug  expenses.  Once  these  individuals 
exceed  the  maximum  benefit  level,  they  must  pay 
100%  of  all  prescription  costs.  Such  expenses  can 
rapidly  overwhelm  even  a  senior  at  the  median 
household  income  (less  than  $21,000/yr).  For  this 
reason,  it  is  essential  that  any  prescription  drug  plan 
include  a  stop-loss  provision  to  protect  against  cata¬ 
strophic  expenses.  ■ 


Congress  Moves  (continued  from  page  8) 

Prisoners  and  other  persons  confined  to  institutions 
often  are  barred  from  exercising  their  religious 
beliefs.  Typically  this  is  done  in  the  name  of  order, 
security,  and  safety.  These  are  legitimate  concerns 
which  may  constitute  a  compelling  interest.  The 
issue  is  whether  the  administrators  are  using  the 
least  restrictive  means.  Some  prison  systems  have 
successfully  accommodated  many  varieties  of  reli¬ 
gious  observ^ance  without  compromising  prison 
security.  Encouraging  prisoners  in  their  faith  and 
religious  observance  should  be  a  goal  of  every 
prison  system  since  prisoners'  religious  involvement 
has  been  linked  to  decreased  recidivism. 

Balancing  an  individual's  right  of  conscience  and 
free  exercise  of  religion,  on  the  one  hand,  with  the 
needs  of  the  community  as  a  whole  and  the  rights  of 
the  community  members,  on  the  other,  can  be  diffi¬ 
cult.  The  compelling  interest /least  restrictive  means 
standard  does  not  elevate  one  set  of  interests  over 
the  other.  We  expect  that  the  case-by-case  approach 
will  affirm  conscience  and  religious  observ^ance  in 
some  instances,  but,  in  other  instances,  will  subordi¬ 
nate  the  free  exercise  of  religion  to  greater  interests 
of  the  community.  We  believe  that  in  a  society  as 
pluralistic  as  the  U.S.,  RLUIPA  offers  the  wisest 
course.  ■ 
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No.  648,  October  2(M)0 


Congress  Moves  to  Protect  the 
Free  Exercise  of  Religion 


Before  leaving  for  the  August  congressional  recess, 
the  Senate  and  House  each  passed  the  Religious 
Land  Use  and  Institutionalized  Persons  Act 
(RLUIPA).  President  Clinton  signed  the  measure 
into  law  on  Sept.  22. 

RLUIPA  protects  the  free  exercise  of  religion  for  two 
populations:  (1)  congregations  that  find  themselves 
subject  to  burdensome  zoning  regulations  and 
(2)  persons  in  prisons,  hospitals,  and  group  homes. 
FCNL  was  part  of  the  broad-based  coalition  of  more 
than  60  faith-based  and  secular  organizations  that 
urged  Congress  to  pass  this  bill.  Lead  sponsors  of 
RLUIPA  included  Sens.  Hatch  (UT),  Kennedy  (MA), 
and  Daschle  (SD)  and  Reps.  Canady  (FL),  Nadler 
(NY),  and  Edwards  (TX).  They  were  joined  by  a 
dozen  colleagues  from  both  sides  of  the  aisle. 

RLUIPA:  A  sensible  compromise 

Contrary  to  what  has  been  reported  in  some  news¬ 
paper  editorials  and  columns,  RLUIPA  does  not 
exempt  religious  congregations  from  zoning  ordi¬ 
nances  or  historic  preservation  regulations.  Neither 
does  the  bill  guarantee  that  institutionalized  persons 
would  always  be  allowed  to  engage  in  any  and 
every  religious  practice  to  which  they  lay  claim. 

RLUIPA  does,  however,  establish  a  standard  for 
deciding  when  free  exercise  should  be  given  pre¬ 
eminence  and  when  zoning  laws  or  institutional 


rules  should  take  precedence.  The  standard  has  two 
parts:  compelling  interest  and  least  restrictive  means. 
Before  a  governmental  body  (such  as  a  zoning  board 
or  prison  administrator)  can  burden  (i.e.  restrict) 
someone's  free  exercise  of  religion,  government 
must  have  a  compelling  interest.  A  compelling  inter¬ 
est  might  involve  the  health  and  safety  of  other  per¬ 
sons.  If  a  governmental  body  can  establish  a  com¬ 
pelling  interest  that  necessitates  restricting  an  indi¬ 
vidual  or  group's  religious  freedom,  the  governmen¬ 
tal  body  must  do  so  in  the  least  restrictive  way  pos¬ 
sible.  RLUIPA  is  thus  a  sensible  compromise 
between  the  First  Amendment  rights  of  individuals 
and  the  legitimate  interests  of  governmental  bodies. 

Why  RLUIPA  is  needed 

Zoning  laws,  even  when  framed  in  ways  that  appear 
neutral  to  religion,  may  result  in  substantial  hard¬ 
ship  for  persons  of  certain  faiths.  Take,  for  example, 
a  zoning  ordinance  that  bars  any  houses  of  worship, 
even  home-based  meetings,  from  a  residential  com¬ 
munity.  Such  an  ordinance  would  effectively  bar 
orthodox  Jews  from  buying  houses  in  the  communi¬ 
ty.  Why?  Orthodox  Judaism  requires  members  to 
walk  (not  drive  or  ride)  to  Sabbath  services.  Ironi¬ 
cally,  this  same  community  may  have  no  ordinances 
that  regulate  tupperware  parties  or  the  number  of 
guests  at  a  backyard  barbeque! 

(continued  on  page  7) 


